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UNCLAS PORT MORESBY 0454 SECTION ONE OE TWO 

PASS COMMERCE AND OPIC 

E.O. 1 1652: N/A 
TAGS: EINV, PP 

SUBJECT: GPNG INVESTMENT GUIDELINES AND INVESTOR GUARANTEES 
ANNOUNCED 

REE: (A) PORT MORESBY 0440 (B) PORT MORESBY 0453 

1. SUMMARY: CHIEE MINISTER MICHAEL SOMARE ANNOUNCED HIS 
GOVERNMENT S INVESTMENT GUIDELINES AND INVESTOR GUARANTEES 
TO THE HOUSE OF ASSEMBLY NOVEMBER 27, 1974. THE GUIDELINES 
ARE DESIGNED TO REPLACE THE INVESTMENT CODE WHICH THE 
CONSTITUTIONAL PLANNING COMMITTEE SOUGHT TO MAKE A PART OF 
THE CONSTITUTION. WHILE THE GUIDELINES ARE ESSENTIALLY A 
FURTHER ELABORATION OE THE GOVERNMENT'S EIGHT POINT DEVELOP- 
MENT PLAN, THE INVESTMENT GUARANTEES ARE MEANT TO DELINEATE 
THE RIGHTS OF INVESTORS AND ALLAY FEARS GROWING IN SOME 
BUSINESS CIRCLES THAT INDEPENDENCE WILL BRING WITH IT A 
RADICAL CHANGE IN ATTITUDE REGARDING FOREIGN INVESTMENT. 
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2. IN ANNOUNCING THE NEW INVESTMENT GUIDELINES, THE CHIEF 
MINISTER EXPLAINED THAT IN EORMULATING THEM THE GOVERNMENT 
GAVE MAJOR CONSIDERATION TO THESE FACTS: 

1) IT IS NECESSARY TO ATTRACT PRIVATE FOREIGN INVESTMENT 
TO PNG TO ACHIEVE THE AIMS OE THE GOVERNMENT AND BRING 
ABOUT INCREASES IN REAL INCOME AND EMPLOYMENT EOR PAPUA 
NEW GUINEANS, 2) SUCH INVESTMENT IS WELCOME INSOEAR AS IT 
HELPS MEET THE NEEDS OE PAPUA NEW GUINEANS, AND 3) TO 
ATTRACT AND RETAIN THAT INVESTMENT WHICH WILL CONTRIBUTE 
TO THE GOVERNMENT S AIMS IT IS NECESSARY TO SET QTE 
CONDITIONS WHICH MUST BE ADHERED TO BY INVESTORS AND ALSO 
GIVE A QTE FAIR DEAL UNQTE TO THE INVESTOR IN HIS DEALINGS 
WITH PNG. UNQTE. 

3. BOTH THE GUIDELINES AND GUARANTEES AS INTRODUCED BY 
MR. SOMARE AND APPROVED BY THE HOUSE OF ASSEMBLY WERE 
INCLUDED IN THE OMNIBUS BILL ESTABLISHING THE NATIONAL 
INVESTMENT AND DEVELOPMENT AUTHORITY. (SEE REFTEL A AND 
B). 

4. THE INVESTMENT GUIDELINES COVER THE FOLLOWING AREAS: 

A. EMPHASIS AND ENCOURAGEMENT OF SMALL-SCALE BUSINESS. 
INVESTMENT PROPOSALS SHOULD ENSURE THE MAXIMUM USE OF 
EXISTING BUSINESSES OWNED AND CONTROLLED BY PAPUA NEW 
GUINEANS AND ENCOURAGE THE CREATION OF NEW ONES. 

B. EQUITY PARTICIPATION. THE GOVERNMENT RESERVES THE RIGHT 
TO ACQUIRE EQUITY IN ANY NEW VENTURE WHERE IT CONSIDERS 
SUCH ACTION IS NECESSARY TO ACHIEVE ITS STATED AIMS. 

C. LOCALISATION. IT IS THE GOVERNMENT'S AIM TO ENSURE 
THAT NO EXPATRIATE OCCUPIES A POSITION FOR WHICH A 
SUITABLY QUALIFIED PAPUA NEW GUINEAN IS AVAILABLE AND 
THAT, WHERE NO PAPUA NEW GUINEANS IS AVAILABLE, SUITABLE 
TRAINING IS UNDERTAKEN WITH A VIEW TO FILLING SUCH A 
POSITION WITH A PAPUA NEW GUINEAN WITHIN A REASONABLE TIME. 

D. EMPLOYMENT CREATION. THE GOVERNMENT EXPECTS INVESTMENT 
TO MAKE MAXIMUM USE OF PAPUA NEW GUINEA LABOR AND TO HELP 
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INCREASE THE SKILLS OF THE LOCAL WORK FORCE, AND THE 
INCREASED EMPLOYMENT OF WOMEN. 

E. DECENTRALISATION. THE GOVERNMENT WILL ENCOURAGE 
INVESTMENT IN RURAL AND LESSER-DEVELOPED AREAS PREVIOUSLY 
EXCLUDED FROM THE BENEFITS OF INVESTMENT. 

F. USE OF RAW MATERIALS AND FURTHER PROCESSING. THE 
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GOVERNMENT WELCOMES AND ENCOURAGES THE MAXIMUM POSSIBLE 
PROCESSING OE TRADITIONAL EXPORTS AND USE OF LOCAL RAW 
MATERIALS IN MANUEACTURING ACTIVITY. 
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